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Update to credit analysis

Summary
The City of Whitewater benefits from stable financial performance, healthy reserves and
liquidity and conservative financial management. The institutional presence of the University
of Wisconsin-Whitewater campus also provides credit stability. Credit challenges include
the city's modestly sized tax base, below average socioeconomic profile and moderate
contingent liquidity risk from privately placed debt that is subject to certain debt acceleration
provisions. The city's combined debt and pension burden is moderate.

We regard the coronavirus outbreak as a social risk under our ESG framework, given the
substantial implications for public health and safety. We do not see any material immediate
credit risks for Whitewater. However, the situation surrounding coronavirus is rapidly evolving
and the longer term impact will depend on both the severity and duration of the crisis. If our
view of the credit quality of the city changes, we will update our opinion at that time.

On April 29, 2020 we downgraded the city's outstanding general obligation unlimited tax
(GOULT) bonds to A1 from Aa3.

Credit strengths

» Institutional presence of University of Wisconsin-Whitewater

» Healthy fund balance and liquidity

Credit challenges

» Modestly sized tax base and below average socioeconomic profile

» Limited revenue raising flexibility

Rating outlook
Outlooks are typically not assigned to local governments with this amount of debt.

Factors that could lead to an upgrade

» Significant tax base growth and diversification

» Strengthening of wealth and income levels

» Sustained increase in available fund balance and liquidity

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1224143
https://www.moodys.com/credit-ratings/Whitewater-City-of-WI-credit-rating-788200
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Factors that could lead to a downgrade

» Sustained operational imbalance that degrades fund balance or liquidity

» Material growth in the city's debt or pension burdens

Key indicators

Exhibit 1

Whitewater (City of) WI 2014 2015 2016 2017 2018

Economy/Tax Base

Total Full Value ($000) $625,192 $640,750 $645,399 $646,775 $666,391 

Population              14,801              14,866              14,840              14,762              14,766 

Full Value Per Capita $42,240 $43,102 $43,490 $43,814 $45,130 

Median Family Income (% of US Median) 81.0% 78.1% 76.9% 80.7% 71.6%

Finances

Operating Revenue ($000) $11,908 $11,830 $12,878 $12,392 $12,046 

Fund Balance ($000) $3,667 $3,626 $3,304 $2,998 $2,952 

Cash Balance ($000) $3,950 $4,064 $3,823 $3,630 $3,791 

Fund Balance as a % of Revenues 30.8% 30.7% 25.7% 24.2% 24.5%

Cash Balance as a % of Revenues 33.2% 34.4% 29.7% 29.3% 31.5%

Debt/Pensions

Net Direct Debt ($000) $21,490 $18,455 $17,133 $14,855 $14,387 

3-Year Average of Moody's ANPL ($000) $5,953 $8,274 $11,890 $13,295 $14,502 

Net Direct Debt / Full Value (%) 3.4% 2.9% 2.7% 2.3% 2.2%

Net Direct Debt / Operating Revenues (x) 1.8x 1.6x 1.3x 1.2x 1.2x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 1.0% 1.3% 1.8% 2.1% 2.2%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 0.5x 0.7x 0.9x 1.1x 1.2x

Source: Audited financial statements, US Census Bureau, Moody's Investors Service

Profile
Whitewater is located 45 miles southeast of Madison (Aaa stable) and 55 miles southwest of Milwaukee(A1 negative) and has an
estimated population of 14,750. The city is home to the University of Wisconsin at Whitewater, with an enrollment of 11,586. City
services include public safety, public works, recreation and general government activities. The city also operates municipal water, sewer
and stormwater systems.

Detailed credit considerations

Economy and tax base: below average wealth and income; modest tax base with economic recovery to follow university
opening
We expect the city's tax base and economic profile to continue modest annual expansion although the coronavirus pandemic may
mute growth in the near term. The city's tax base experienced moderate 1.5% growth over the last five years. Whitewater's tax base is
moderately concentrated with the top ten taxpayers comprising 22.3% of full value. The largest taxpayer provides student housing at
8% of full value and various residential apartments make up another 3.1%.

Whitewater's resident income metrics are below average, in part reflecting the large student population. The median family income
within the city is 72% of the national level and full value per capita is low at $45,130. The largest employers are the University of

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Wisconsin with 1,365 employees and Generac Power Systems, Inc (Ba2 Stable) a manufacturer of generators with 600 employees.
The city also benefits from its relative proximity to urban areas with Madison 45 miles northwest and Milwaukee 55 miles northeast.
Though the city will benefit long-term from the institutional presence of the university, Whitewater's local economy will be negatively
impacted by the coronavirus and closures at the university.

Financial operations and reserves: sound financial position and healthy liquidity likely to continue
We expect the city's financial profile to remain stable, supported by the maintenance of healthy reserves and adherence to its fund
balance policy. The city's financial position was healthy in fiscal 2018 with an available operating fund (general, debt service and certain
non-major special revenue funds) balance at 24% of revenue. From 2013 to 2017, the city ran annual deficits that pressured fund
balances. Unaudited results in fiscal 2019 show an increase of available general fund balance to $3.4 million, or a general fund balance
of 36% of revenues. The city expects a moderate surplus in the general fund for fiscal year 2020, according to the city's 2020 budget.

Whitewater's largest revenue source is intergovernmental aid at 42% of operating revenue, which in part reflects offsetting revenue
due to the university's tax exempt properties. Property taxes account for 30% and are limited by state imposed levy limits. The city's
major revenue sources are unlikely to see significant declines in fiscal 2020, but could be pressured if the economic impact of the
coronavirus were to widen.

LIQUIDITY
Whitewater has healthy liquidity with fiscal 2018 net operating cash totaling $3.8 million, equivalent to a solid 32% of revenues.
Liquidity is expected to improve in fiscal 2019, with total available cash in the general fund at $5.3 million or 57% of general fund
revenues.

The city issued privately placed GO notes in 2019, totaling $3.4 million with First Citizens State Bank to finance capital projects.
We consider this debt a moderate liquidity risk, because the privately placed debt allows for immediate acceleration of principal
should certain events of default occur, including a material adverse change in financial position or lender insecurity. The city intends
to refinance $2.3 million of this debt into long-term debt in 2020. Further, the city is in the process of amending certain events of
default that allows for acceleration of principal on the remaining $1.3m of this debt. In the unlikely event of an acceleration of the $3.4
million, and moderating the liquidity risk, the city benefits from a strong liquidity position of $6.9 million (unrestricted operating fund
and utility revenue cash). In addition to strong governmental liquidity, the city maintains healthy liquidity across its water and sewer
enterprises.

Debt and pensions: elevated fixed costs; modest pension burden

We expect Whitewater's above average debt burden to continue due to moderate additional planned borrowing for capital projects.
Net direct debt is above average at 2.2% of full value or 1.2x operating revenue. In recent years, Whitewater has issued GO debt to
fund capital projects across governmental activities and the city's three business enterprises.

Whitewater plans to issue about $5 million in long-term debt in 2020 to refinance $2.3 million short-term notes and to fund planned
capital improvement projects. Fixed costs, inclusive of debt service and pension contributions, were elevated at 37% of operating
revenue in 2018.

DEBT STRUCTURE
Outstanding debt is fixed-rate and primarily long-term. Whitewater's GOULT bonds ($18.4 million) are secured by the city's full faith
and credit and pledge to levy unlimited ad valorem property taxes.

DEBT-RELATED DERIVATIVES
The city has no exposure to any debt-related derivatives.

PENSIONS AND OPEB
Whitewater participates in the Wisconsin Retirement System (WRS), a statewide cost-sharing plan. Contributions are determined using
a level contribution actuarial method in an effort to keep employer and employee contribution rates at a level percentage of payroll
over time, and are set at 100% of the plan’s funding requirement. As a result, WRS remains one of the best-funded public employee
retirement systems in the country, with statewide employer contributions to WRS in 2018 totaling 152.9% of the amount needed to
tread water1.
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The city's three-year average adjusted net pension liability (ANPL) is $14.5 million, or 1.2x operating revenue and 2.2% of full value.
Moody's ANPL reflects the use of a market-based discount rate to value pension liabilities rather than the assumed rate of investment
return on plan assets. In comparison, the reported net pension liability (NPL), based on the plan’s 7.2% discount rate, was negative $1.2
million in fiscal 2018, reflecting a net pension asset.

Whitewater’s other post-employment benefit (OPEB) obligations do not pose a material credit risk. The city participates in a
multiple-employer defined benefit plan, the Local Retiree Life Insurance Fund. This liability is funded on a pay-as-you-go basis, with
contributions of $2,000 in fiscal 2018. The city's net OPEB liability at the close of fiscal 2018 was $298,000. Moody's adjusted net
OPEB liability, which is similar to our adjustments to pension liabilities, was $301,000 or 2.9% operating revenue and 0.1% of full value.

ESG considerations

ENVIRONMENTAL
Environmental considerations are not a primary credit driver. According to data of Moody's affiliate Four Twenty Seven, the City of
Whitewater is located in an area with high risk rainfall exposure and low risk to water stress exposure. The city's water enterprise and
sewer enterprise are subject to extensive regulation pursuant to the federal Clean Water Act, the Clean Air Act, various administrative
rules and regulations and State of Wisconsin regulations. The city is in material compliance with all existing permits relating to the
operation of the water and sewer systems.

SOCIAL
We regard the coronavirus outbreak as a social risk under our ESG framework, given the substantial implications for public health and
safety. Whitewater's demographic profile is affected by the university with 11,586 students in a city of 14,766 residents. Median family
income is low at 72% of the US and full value per capita is low at $45,130. In the short-term, university closures are likely to negatively
effect the local economy with the severity of the effects depending on the length of the closures. Over the long-term, Whitewater is
expected to recover from any disruptions but may be challenged to diversify its economy beyond the university.

GOVERNANCE
City management maintains a long-term capital plan and a formally adopted policy to maintain a minimum unassigned general fund
balance equivalent to 20% of operating expenditures.

Wisconsin cities have an Institutional Framework score of “A”, which is moderate. The sector's major revenue source, property
tax revenue, is subject to a cap that restricts cities from increasing their operating property tax levies except to capture amounts
represented by net new construction growth. Revenues and expenditures tend to be predictable. Across the sector, fixed and mandated
costs are generally high. Many cities utilize tax increment districts to attract economic development, often issuing debt to fund initial
infrastructure in undeveloped areas. While tax increment districts are ultimately expected to generate revenues sufficient to cover
initial city outlay, cities are exposed to economic downturns which could halt development.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.

Exhibit 3

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication.
Source: Audited financial statements, US Census Bureau, Moody's Investors Service

Endnotes
1 Employer contributions that tread water equal the sum of current year service cost and interest on reported net pension liabilities at the start of the year,

using reported actuarial assumptions. If plan assumptions are met exactly, contributions equal to the tread water indicator will prevent the reported
net pension liabilities from growing. Net liabilities may decrease or increase in a given year due to factors other than the contribution amount, such as
investment performance that exceeds or falls short of a plan's assumed rate of return.
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